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MEMORANDUM FOR REGIONAL DIRECTORS, DCAA
                            DIRECTOR, FIELD DETACHMENT, DCAA

SUBJECT:  Audit Guidance on the $353,010 Executive Compensation Cap for Contractor Fiscal
Year 2000 and Beyond

The FY 1998 Defense Authorization Act established a new executive compensation cap
for contractor fiscal year (CFY) 1998 and beyond.  The Act directed the Office of Federal
Procurement Policy under OMB to set the amount of the cap and revise the cap as warranted.
The enclosed memorandum sets the CFY 2000 and beyond cap amount at $353,010.  The
$353,010 cap applies to costs incurred after 1 January 2000, and to all defense and civilian
agency contracts covered by the FAR cost principles, including those contracts awarded prior to
the enactment of the new cap.  The cap amount is to be used for CFY 2000, and subsequent
CFYs, until revised by OFPP.  Accordingly, for compensation of senior executives covered by
the cap, the auditor should allow no more than $353,010 in the pricing of each executive for
CFY  2000 and all subsequent contractor fiscal years.  No escalation of the $353,010 cap for
years beyond 2000 is warranted because the language of the OFPP memorandum states the
amount is for all subsequent years until revised. The new cap applies to compensation and senior
executives as defined in FAR 31.205-6(p)(2)(i) and (ii), respectively.

Questions regarding this memorandum should be directed through the regions to
Mr. Mike Weisz, Program Manager, Programs Division, at (703) 767-2250.

Signed:   Robert DiMucci

For: Lawrence P. Uhlfelder
Assistant Director
Policy and Plans
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